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A Joint Message
to Members
of the Institute
The past year has been a period of transition in the
affairs of the Institute, and the financial statements in
this report reflect some of the changes that have taken
place.
The fiscal year has been shifted to end July 31 instead
of August 31 to permit our year-end financial statements
to be published in time for the annual meetings, rather
than being reported orally on that occasion and then
issued in printed form. To provide comparability, the
statements for the current fiscal period are presented as
a full year by including August 1972 operations.
Total revenues increased $ 1,494,024 over the prior
year owing to increases in membership and in the volume
of all revenue-producing activities. An increase of
$404,898 in sales of miscellaneous publications and of
$503,801 in sales of professional education material
resulted to a substantial degree from the completion of a
large number of audit guides and the adoption by several
states of requirements for continuing professional
education.
Total expenses increased $2,029,503, of which
$1,143,421 related directly to revenue-producing activi
ties and $886,082 resulted from changes and increases
in costs of other activities of the Institute.
One of the most important of the changes affecting our
financial affairs was the establishment of the Financial
Accounting Standards Board to replace the Accounting
Principles Board. As a consequence of this development,

a new accounting standards division and a technical
research division were established in the Institute to
provide a means for the profession to voice its views on
accounting matters. These new divisions, entailing
expenses of approximately $500,000 a year, will be
sustained from dues income since the Accounting
Research Association, which supported the APB, has
turned its efforts to raising $2,000,000 a year to support
the FASB. In addition, your Board of Directors pledged
$180,000 ($2 a member) to be paid out of general funds
toward the support of the FASB.
Another significant event during the year was the
implementation of a prior decision to expand our
activities in Washington. The offices were moved to a
more central location, and space was taken to accommo
date an enlarged staff. At July 3 1 , 1973, the staff num
bered 22, including the federal tax division, which has
been transferred from New York. A new position of Vice
President, Government Relations, has been created to
administer the increased activities. Based on the current
and anticipated programs, it is expected that annual
expenditures for our efforts in Washington will be
approximately $550,000. These efforts have already
yielded benefits in the form of closer working relation
ships with, and more and prompter assistance to,
numerous branches of the federal government.
Other realignments in the organizational structure
of the staff were accomplished during the year, designed
to achieve greater effectiveness through better grouping
of responsibilities and to provide more extensive support
in new or expanded areas of activity. Principal among
these changes were the appointment of a general counsel
to screen legal aspects of the Institute’s affairs, the
consolidation of all internal and external professional
computer activities under a new computer services
division, and the creation of a new division to place more
emphasis on the relations of the profession with educa
tional institutions. In addition, a new division was formed
to represent the profession in activities aimed at meeting
rapidly growing needs in the area of international
practice, including a nine-nation initiative which brought

about the new International Accounting Standards
Committee.
Each of these organizational actions has involved
additions to our operating costs which are relatively
modest and are more than justified by the potential
benefits in extensions and improvements of services vital
to the welfare of the profession.
A noteworthy action taken during the year is the
proposal by the Board of Directors to amend the bylaws
of the Institute in several important respects. The pro
posal deals both with suggestions previously put forward
by a special committee on structure and with steps needed
to conform with prior resolutions of Council. It also
provides administrative simplification in the light of the
continuing growth in our membership and volume of
activities. The proposed amendments were approved by
Council in May and, in consequence, will be discussed at
the annual meeting in October and submitted to the
membership for ballot late this year. Their adoption
would represent a great step in the evolution of our
effectiveness in carrying out the objectives of the
profession.
The growing volume of Institute services has required
increases in staff, from 320 on August 1, 1972, to 341 a
year later. And if all authorized positions are filled, the
total will be 382 by August 1 , 1974. A result of this
growth is that the Institute has become cramped in its
present offices which are, moreover, in four separate
locations.
Recognizing that the current arrangements are ineffi
cient, and anticipating further rises of rents in the future,
the Board of Directors has authorized negotiations for
new office space in which the present New York opera
tions can be consolidated. Careful analysis of the relative
merits of locating in other cities or suburban areas led to
a decision to remain in mid-Manhattan. It is anticipated
that a move to new space will occur in 1974. Although
the move will result in operating costs higher than those
under the present leases, which expire in 1978, it is
believed that substantial savings will be realized by
obtaining space under a fifteen-year contract now, rather
than waiting to negotiate at a time when the effects of
inflation may be much more pronounced.
The breadth and volume of activities carried out
through your Institute preclude anything more in this
letter than simply highlighting the matters having impact
on our financial affairs. A more detailed description of
the programs and accomplishments in all areas appears
elsewhere in the annual report. We feel certain that,
after reviewing the information, you will conclude that
it has been a very busy and productive year in the
profession. The results reflect the contribution of an
enormous amount of time and effort by a great number
of members. We believe that the profession and its
Institute are stronger than ever as a result of such effort,
even though many problems remain to be dealt with.
Serving the profession this past year has been a
rewarding experience, and we wish to thank all members
for their participation and support.

President

Wallace E. Olson
Executive Vice President

Report of
Independent
Certified Public
Accountants
To the Members of the
American Institute of Certified Public Accountants
We have examined the statement of assets, liabilities and
fund balances of the American Institute of Certified
Public Accountants as of July 31, 1973 and August 31,
1972 and the related statements of income and expense
for the twelve month periods then ended and changes
in fund balances and changes in financial position for the
eleven months ended July 31, 1973 and the twelve
months ended August 3 1 , 1972. We have also examined
the statements of assets, liabilities and fund balances
of the American Institute of Certified Public Accountants
Foundation, the American Institute Benevolent Fund,
Inc., and the Accounting Research Association, Inc.
as of July 31, 1973 and August 31, 1972 and the related
statements of changes in fund balances for the respective
eleven and twelve month periods then ended. Our
examinations were made in accordance with generally
accepted auditing standards, and accordingly included
such tests of the accounting records and such other
auditing procedures as we considered necessary in the
circumstances.
In our opinion, the financial statements identified
above present fairly the financial position of each of the
aforementioned organizations at July 31, 1973 and
August 3 1 , 1972 and the changes in their fund balances
and, for the American Institute of Certified Public
Accountants, the results of its operations and changes
in its financial position for the periods specified above,
all in conformity with generally accepted accounting
principles applied on a consistent basis.

Certified Public Accountants
New York, New York
September 10, 1973
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Financial
Statements

The financial statements on the following pages represent
a distinct departure from those of previous years.
It is believed that, by relating expenses more directly to
the cost centers, members will be given a clearer picture of
the Institute’s financial operations.

American Institute of
Certified Public Accountants

Statement of
Assets, Liabilities and Fund Balances

Assets
Cash ..................................................................................................................................................
Marketable securities:
Stocks and commercial paper (quoted market: 1973, $3,302,800; 1972, $5,596,600).........
Bonds (quoted market: 1973, $114,300; 1972, $120,200).....................................................
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Accounts and notes receivable (less allowance for doubtful accounts, $10,000).......................
Due from Accounting Research Association, Inc...........................................................................
Inventories (Note 2 ) ........................................................................................................................
Deferred authorship costs and prepaid expenses..........................................................................
Fixed assets (Note 3 ) ......................................................................................................................
Endowment Fund:
Cash ..............................................................................................................................................
Marketable securities (quoted market: 1973, $779,700; 1972, $780,700).........................

July 31,1973
(Note 1)

August 3 1 , 1972

$ 483,776

$ 513,738

2,876,975
120,285
2,997,260
1,273,309
28,101
774,719
411,350
522,871
6,491,386

5,200,654
120,285
5,320,939
753,795
136,248
637,357
492,733
487,288
8,342,098

22,616
571,437
$7,085,439

669
580,629
$8,923,396

Liabilities and Fund Balances

Liabilities:
Note p a y a b le ....................................................................
Accounts payable and accrued liabilities.......................
Advance dues and registration fees for annual meeting .
Unearned subscriptions and advertising.......................

$ 811,511
493,818
1,084,312
2,389,641

$

5,000
686,400
3,241,534
1,092,795
5,025,729

2 , 000,000
2,098,345
4,098,345
3,400
594,053
4,695,798
$7,085,439

1, 000,000
2,312,628
3,312,628
3,741
581,298
3,897,667
$8,923,396

Commitments and contingent liabilities (Notes 4, 5, and 6)
Fund balances (Note 7):
General Fund:
Appropriated for contingencies..................................
Unappropriated ...........................................................
Total General F u n d ....................................
Elijah Watt Sells Scholarship F u n d ................................
Endowment Fund ...........................................................

The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.

American Institute of
Certified Public Accountants

Statement of
Income and Expense

Income:
Membership d u e s ........................................................................................................
CPA examination f e e s ...............................................................................................
Publications ..........................................................................................................
Professional development p ro g ram ..........................................................................
Allocation from Accounting Research Association, Inc. for research.............
United States Government grant for accounting a i d ...............................................
Investment and sundry in co m e................................................................................
Gain on sale of securities...........................................................................................

Twelve Months Ended
July 3 1 , 1973
(Note 1) August 31,1972
$ 4,853,388
1,414,559
4,305,784
2,525,348
443,310
62,611
429,750
42,233
14,076,983

$ 4,540,770
1,332,411
3,801,765
2,021,547
603,968

5,423,605
780,646
1,072,308
3,069,093
2,971,923
13,317,575

4,825,886
633,824
893,647
2,526,782
2,407,933
11,288,072

Expenses (see also summary of expenses by activity):
Salaries and fe e s ..........................................................................................................
Personnel costs ..........................................................................................................
Occupancy ..................................................................................................................
Printing and p a p e r.....................................................................................................
General ......................................................................................................................
Excess of income over (under) expense:
General Fund .................................................................................. ................
Elijah Watt Sells Scholarship F u n d ...............................................................
$

759,749
(341)
759,408

219,752
62,746
12,582,959

1,295,384
(497)
$ 1,294,887

The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.
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Statement of Income and Expense—
Summary of Expenses by Activity

Summary of expenses by activity:
Revenue-producing activities:
CPA examinations..............................................
Publications .........................................................
Professional development p ro g ram ...................
Professional standards:
Accounting and auditing standards...................
Financial Accounting Foundation contribution
Federal tax atio n ...................................................
Management advisory services.........................
R esearch...............................................................
Study groups .......................................................
International practice ............................................
Computer services...................................................
Relations with universities......................................
Ethics ........................................................................
State legislation .......................................................
Government relations ............................................
Public relations .......................................................
Member relations.....................................................
State society relations ............................................
Free publications to members and others .............
Government funded accounting aid program
Note:

Twelve Months Ended
July 3 1 , 1973
(Note 1) August 31, 1972
$ 1,315,178
4,006,160
2,453,866

$ 1,166,732
3,385,984
2,079,067

636,571
180,000
171,030
113,510
766,886
170,309

547,740

76,660
133,826
347,356
224,826
54,855
400,841
277,500
720,898
247,550
921,637
98,116
$13,317,575

180,395
54,200
685,032
290,652
102,290
274,921
266,522
63,149
261,686
295,151
753,041
188,726
692,784
$11,288,072

Each of the above amounts includes a pro rata allocation of administrative expenses aggregating $1,253,434 and $1,154,576 for 1973 and 1972, respectively.
The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.

American Institute of
Certified Public Accountants

Statement of
Changes in Fund Balances

Eleven Months
Ended Twelve Months
July 31, 1973
Ended
(Note 1) August 31, 1972
General Fund:
Fund balance, beginning of period ........
Excess of income over expense (Note 1) .
Fund balance, end of period

$3,312,628
785,717
4,098,345

Elijah Watt Sells Scholarship Fund:
Fund balance, beginning of p e rio d ........
Excess of expense over incom e...............
Fund balance, end of period

3,741
(341)
3,400

Endowment Fund:
Fund balance, beginning of p e rio d ........
Gain on sale of securities.........................
Fund balance, end of period

581,298
12,755
594,053
$4,695,798

$2,017,244
1,295,384
3,312,628
4,238
(497)
3,741
560,446
20,852
581,298
$3,897,667

The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.
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American Institute of
Certified Public Accountants

Statement of
Changes in Financial Position

Eleven Months
Ended Twelve Months
July 31, 1973
Ended
(Note 1) August 31, 1972
Cash and marketable securities, beginning of p e rio d ..................................................................
Sources of funds:
From operations—excess of income over expense (Note 1 ) .....................................................
Add back expenses not requiring outlay of funds—depreciation and amortization of fixed
assets and deferred authorship and subscription costs.......................................................
Increase (decrease) in note and accounts payable and accrued liabilities..............................
Total sources of fu n d s ...........................................................................................

$5,834,677

$4,317,949

785,376

1,294,887

433,581
1,218,957
120,111
1,339,068

Uses of funds:
Additions to deferred authorship costs and prepaid expenses . . .
Additions to fixed assets.................................................................

199,585
188,196

Increase (decrease) in assets and decrease (increase) in liabilities:
Receivables ................................................................................
Inventories ..................................................................................
Advance dues and registration fees for annual m eeting........
Unearned subscriptions and advertising..................................
Total uses of fu n d s.....................................................

411,367
137,362
2,747,716
8,483
3,692,709

Increase (decrease) in funds:
Cash .................................................................................................
Marketable securities ...................................................................
Cash and marketable securities, end of p erio d ........

(29,962)
(2,323,679)
(2,353,641)
$3,481,036

The accompanying summary of significant accounting policies and notes are an integral part of the financial statements.

382,179
1,677,066
(96,727)
1,580,339
159,549
59,287
240,393
(124,946)
(315,380)
44,708
63,611
415,252
1,101,476
1,516,728
$5,834,677

American Institute of
Certified Public Accountants
Summary of
Significant Accounting Policies

Following is a summary of the significant accounting
policies of the Institute:
■ Assets and liabilities, and revenues and expenses, are
recognized on the accrual basis of accounting.
■ Marketable securities are carried at cost. Gains and losses
are recognized when securities are sold.
■ Inventories are carried at the lower of cost (primarily
first-in, first-out) or market.
■ Authorship costs applicable to professional development
courses and publications, which the Institute expects will be
sold in the future, are amortized over a three-year period.
■ Fixed assets, consisting of furniture and equipment and
leasehold improvements, are carried at cost, less
accumulated depreciation and amortization computed on the
straight-line method. Furniture and equipment are
depreciated over their estimated useful lives of from five to
ten years and leasehold improvements are amortized over
the shorter of the useful lives of the improvements or the
lease period.
■ Dues are recorded as income in the applicable membership
period; subscription and advertising revenues are reflected
in income when publications are issued.
■ The Institute has a retirement plan covering a majority of
employees. Pension expense is accrued in accordance with
an actuarial cost method and although the plan may be
terminated by the Institute at any time, it is the Institute’s
policy to fund pension cost accrued. Prior-service costs
under the plan are being funded over a 30-year period.
■ A change in the format of the statement of income and
expense was made by the Institute for 1973 to provide a
breakdown of the type of income earned and expenses
incurred on revenue-producing and other activities and
projects. Appropriate reclassifications were made to the
statement of income and expense for the year ended
August 3 1 , 1972. The change had no effect on the excess of
income over expenses for either period.

American Institute of
Certified Public Accountants
Notes to
Financial Statements

July 3 1 , 1973
and August 3 1 , 1972

1. Change in fiscal year

During 1973 the Institute and related organization funds
changed their fiscal years to end on July 31. The accompany
ing financial statements for 1973 have been presented as
of July 31 and for the eleven month period then ended,
except that the statement of income and expense is
presented for the twelve month period then ended for
purposes of comparison with the preceding fiscal year.
The excess of expense over income of the General Fund
for the month of August 1972, which has been included
in the statement of income and expense for both
twelve month periods ended July 31, 1973 and August 31,
1972, amounted to $25,968.
Income and expenses for the period September 1, 1972
to July 3 1 , 1973 are shown below:
Eleven Months
Ended
July 31, 1973
Income:
Membership dues..........................................
CPA examination fees...................................
Publications ..................................................
Professional development program................
Allocation from Accounting Research
Association, Inc. for research.....................
United States Government grant
for accounting a i d .....................................
Investment and sundry income.....................
Gain on sale of securities.............................

$ 4,459,050
1,414,559
4,037,174
2,310,916
381,157
62,611
399,986
30,148
13,095,601

Expenses:
Salaries and fees ..........................................
Personnel costs..............................................
Occupancy ....................................................
Printing and paper........................................
General..........................................................

5,018,356
733,000
1,003,113
2,821,768
2,733,988
12,310,225

Excess of income over (under) expense:
General F u n d .....................................
Elijah Watt Sells Scholarship Fund . . .
$

785,717
(341)
785,376

2. Inventories

Inventories at July 31, 1973 and August 31, 1972 consisted
of:
July 31,
1973
Paper and material stock................. $104,647
Magazines and publications in process
140,403
Printed magazines and publications
and professional development
course material ...........................
529,669
$774,719

August 31,
1972
$ 51,631
135,459
450,267
$637,357
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3. Fixed assets

5. Lease commitments

Fixed assets at July 31, 1973 and August 3 1 , 1972 consisted

The Institute is liable under several leases, expiring primarily
in 1978, for office and storage space at an aggregate annual
rental of approximately $666,000 plus escalation charges.
Net rent expense for the twelve months ended July 3 1 , 1973
and August 3 1 , 1972 was approximately $645,000 and
$591,000, respectively ($596,000 for the eleven months
ended July 3 1 , 1973).
The Institute is planning to relocate its facilities to new
quarters during fiscal 1974 and, as approved by the Board
of Directors in May 1973, a lease on new facilities is
currently being negotiated.

Furniture and equipment.......... . .
Leasehold improvements............
Less accumulated depreciation
and amortization...................

July 31,
1973
$ 520,910
517,987
1,038,897

August 31,
1972
$434,720
448,120
882,840

516,026
$ 522,871

395,552
$487,288

Depreciation and amortization charged to operations for
the twelve months ended July 31, 1973 and August 31, 1972
amounted to $160,077 and $102,199, respectively ($152,613
for the eleven months ended July 31, 1973).
4. Income taxes
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The Internal Revenue Service has examined the tax returns
of the Institute for the years ended August 31, 1969 and
1970 and has proposed assessments of $112,000 plus
interest. The Institute has filed a protest on the basis that it
had no income in the years involved that met the definition of
“unrelated business income” under the Internal Revenue
Code and that, in any event, under a proper allocation of
costs and revenues, no taxable income would result. Similar
issues for periods subsequent to August 31, 1970 could result
in additional assessments approximating $130,000. Although
the Internal Revenue Code was changed effective for fiscal
years beginning after December 31, 1969 with respect to
the specific inclusion of advertising revenues in “unrelated
business income,” the Institute believes that under a proper
allocation of costs and revenues no taxable income would
result for the two years ended August 3 1 , 1972 and the
eleven months ended July 3 1 , 1973. As a result of the
Institute’s position with respect to the four years and eleven
months in question, no provision has been made in the
accompanying financial statements for any income tax
liabilities.

6. Retirement plan

Pension expense relating to the Institute’s retirement plan
amounted to approximately $309,000 and $296,000 for
the twelve months ended July 3 1 , 1973 and August 3 1 , 1972,
respectively ($284,000 for the eleven months ended July 31,
1973). The currently estimated amount required to complete
the funding of prior-service costs under the plan is $373,000.

7. Fund balances

In September 1972, the Board of Directors authorized an
increase of $1,000,000 in the General Fund balance
appropriated for contingencies.
The purposes of the Endowment Fund generally are to
maintain a reference library and suitable reading rooms for
the members. Investment income from marketable securities
held by the Endowment Fund is included in income of the
General Fund in accordance with provisions of the
endowment.
The Elijah Watt Sells Scholarship Fund is a memorial
fund, the income of which is used to purchase medals for
those receiving the highest grades in the CPA examinations
throughout the United States.

American Institute of
Certified Public Accountants Foundation

Statement of
Assets, Liabilities and Fund Balances

July 31,
1973

August 31,
1972

Cash ..................................................................................................................................................

$ 38,700

$ 15,244

Marketable securities—at cost (quoted market: 1973, $455,700; 1972, $381,900)..................

404,013

327,469

Receivables.......................................................................................................................................

4,212
$446,925

9,380
$352,093

$

$

Assets

Liabilities and Fund Balances

Liabilities:
Accounts pay ab le.........................................................................................................................
Grants payable—Accounting Education Fund for Disadvantaged Students.........................
Fund balances:
Accounting Research P ro g ra m .................................................................................................
L ib ra ry .........................................................................................................................................
John L. Carey Scholarship Fund .............................................................................................
Accounting Education Fund for Disadvantaged Students.......................................................
Total fund balances...............................................................................................

4,340
96,667
101,007

22,338
111,421
109,691
102,468
345,918
$446,925

2,350
2,350

21,340
111,107
107,799
109,497
349,743
$352,093
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American Institute of
Certified Public Accountants Foundation

Statement of
Changes in Fund Balances

Eleven Months Twelve Months
Ended
Ended
July 31, 1973 August 31, 1972
Additions:
Investment income, less custodian f e e s .....................................................................................
Gain (loss) on sale of securities.................................................................................................
Contributions received:
Support of Accounting Research P rogram ..........................................................................
John L. Carey Scholarship F u n d ...........................................................................................
Accounting Education Fund for Disadvantaged S tudents.................................................
Deductions:
Contributions to American Institute of Certified Public Accountants for library expenses . .
Expenditures:
Accounting Research P ro g ra m .............................................................................................
John L. Carey Scholarship Fund .........................................................................................
Accounting Education Fund for Disadvantaged S tudents.................................................
Other .......................................................................................................................................
Net increase (decrease) in fu n d s ..........................................................................
Fund balances, beginning of p e rio d ...............................................................................................
Fund balances, end of p erio d .................................................................................

$ 13,371
(1,203)

$ 12,998
33,056
8,410

354
1,000
134,806
l 4 8 ,3 28

130,121
185,585

3,027

3,782

2,333
146,793
152,153
(3,825)
349,743
$345,918

1,000

5,035
6,667
163,844
24
179,352
6,233
343,510
$349,743

American institute
Benevolent Fund, Inc.

Statement of
Assets, Liabilities and Fund Balance

July 31, 1973 August 31, 1972

Assets

Cash ..................................................................................................................................................
Marketable securities—at cost (quoted market: 1973, $622,800; 1972, $609,400)..................
Receivables .....................................................................................................................................
Notes and mortgages receivable (less allowance for doubtful amounts:
1973, $17,000; 1972, $4,000)...................................................................................................

$ 25,108
452,621
2,534

$ 31,252
446,050
1,439

51,500
$531,763

19,725
$498,466

$

$

Liabilities and Fund Balance

Liabilities:
Accounts payable.........................................................................................................................
Fund b alan ce...................................................................................................................................
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American Institute
Benevolent Fund, Inc.

460

531,303
$531,763

450

498,016
$498,466

Statement of
Changes in Fund Balance

Eleven Months Twelve Months
Ended
Ended
July 31, 1973 August 31, 1972
Additions:
Contributions ............................................................................
Investment incom e....................................................................
Gain on sale of securities.........................................................
Mortgage received in consideration of member benefits paid
Miscellaneous............................................................................
Deductions:
Assistance to m em bers...........................
Stationery, printing, and other expenses
Net increase in fu n d ..........
Fund balance, beginning of p eriod...............
Fund balance, end of period

$

7,134
14,154
13,060
25,000
700
60,048

$ 27,990
14,701
31,739

22,680
4,081
26,761
33,287

23,685
2,779
26,464
48,466

498,016
$531,303

449,550
$498,016

500
74,930

Accounting Research
Association, Inc.

Statement of
Assets, Liabilities and Fund Balance

Assets

July 31, 1973 August 31, 1972

Cash ..................................................................................................................................................
Marketable securities—at cost (quoted market: 1973, $192,000; 1972, $313,000)...................
Dues receivable.......................................................................................................... ...............
Other receivables..................................................................................................... ......... ........

$

10,903
192,000
331,799
998
$ 535,700

$ 30,404
311,000
20,957
4,084
$366,445

$

$136,248
445
136,693
201,718

Liabilities and Fund Balance

Liabilities:
Due to American Institute of Certified Public Accountants
Accounts payable....................................................................
Unearned advance dues ...........................................................

(324,209)
$ 535,700

Fund b alan ce..............................................................................

Accounting Research
Association, Inc.

28,101
342
28,443
831,466

28,034
$366,445
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Statement of
Changes in Fund Balance

Eleven Months Twelve Months
Ended
Ended
July 31, 1973 August 31, 1972
Additions:
Dues .................................................................................................
Investment incom e............................................................................
Gain on sale of securities..................................................................
Deductions:
Payments to Financial Accounting Foundation for calendar 1973
Accounting Research P ro g ra m .......................................................
Membership p rom otion....................................................................
Reports to m em bers..........................................................................
Stationery, supplies, and other expenses........................................

$1,366,058
16,138
1,500
1,383,696

$609,229
14,545
623,774

Net increase (decrease) in fu n d ..................................

1,329,233
381,157
7,706
9,004
8,839
1,735,939
(352,243)

603,968
7,754
2,779
7,602
622,103
1,671

Fund balance, beginning of p e rio d .....................................................
Fund balance, end of perio d ........................................

28,034
$ (324,209)

26,363
$ 28,034

Notes:
(1) In October 1972, the Accounting Research Association, Inc. (ARA) stated its intent to use its best efforts to raise sufficient funds from sources
within the accounting profession to ensure that the Financial Accounting Foundation (FAF) receives in each of the five years commencing
January 1, 1973 at least $2,000,000 from these sources. As of July 31, 1973, $1,670,000 of this amount had been paid to the FAF, including $341,000
from sources other than the ARA.
(2) Although dues, which are assessed to members on a calendar year basis, are recorded as additions to fund balance pro-ratably over each calendar
year, payments made to the FAF for 1973 were charged to fund balance generally as dues were collected.

Percentage of
Revenue by Source

Accounting Research
Association 3%

Membership
Dues 35%

Percentage of
Expense by Activity

Communications
__
and Member Services 47%

Professional
___
Standards 17%

Government
Relations 3% ______________

Education
and Regulation 33% --------

12

Revenue-Producing
Programs 59%
__

Investments
and Sundry 3% -------

Sources of Practicing Membership

Sources
and Occupations
of Members

I. Firms with one member
II. Firms with 2-9 Institute members
III. Firms with 10 or more Institute members, except the
IV. 25 largest firms
Occupational Classification of Members

I. Public accounting
II. Business, industry, miscellaneous
III. Education
IV. Government

1960
26,422
Practicing
Members
38,397
Members

1970
46,184
Practicing
Members
75,381
Members

1973
55,673
Practicing
Members
95,413
Members
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The Institute’s committees and boards are the energizing
force of the organization. Some 1,500 volunteer mem
bers, aided by staff, contribute their energy, time and
expertise to the work of 144 committees, boards and task
forces dealing with every aspect of Institute and pro
fessional activity.
The following information indicates the amount
of time members devote to furthering the objectives
of the Institute through their volunteer efforts. It is
this selfless devotion, this willingness to serve, that keeps
the Institute and the profession vital and moving ahead.

Committee
Service Report

Committees

Committee
Members

Meetings
Held

23

235

314

211

423

Accounting Standards

4

52

13

47

18

APB

1

18

7

18

20

16

121

26

110

20

Management Advisory Services

8

67

31

65

49

Computer Technical Services

8

77

35

70

35

International Practice

6

42

17

38

31

Technical Review

4

37

11

33

10

Professional Development

3

24

6

24

7

Relations with Educators

9

74

17

70

21

Ethics & Trial Board
State Legislation

8

75

27

70

49

29

221

80

220

90

Member Relations

9

38

12

38

13

State Society Activities
Accounting Aid Program

2

14

5

14

5

Publications

2

58

1

50

1

Minority Recruitment

1

15

4

15

4

General Management

5

62

18

62

23

Accounting and Financial

6

23

3

23

3

249

2

225

4

1502

629

1403

826

Activity
Auditing Standards
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Federal Taxation

Federal Technical Liaison
Government Relations and Information

Council
TOTALS

144

Attendees

Meeting
Days

Random Samples of
Increased Activity

Comparison of CPA Examination Papers
Completed and Graded in November and May
1969 to 1973

Shown below are graphs which illustrate the volume of
activity generated by just two boards of the Institute—
the Board of Examiners and the Professional Develop
ment Board of Managers. More will be featured on the
succeeding pages as the activities of other divisions and
departments are set forth in detail. Significant in the
charts shown here are the growth in the number of
candidates sitting for the CPA examination and the
increasing number of CPAs who realize the necessity for
continuing education.

Professional Development Course Attendance
1971 to 1973

15

Thousands
4 0 ___
Thousands
35

30

25

20

15

10

5

Nov. Exam

May Exam

0

35,000 (est.)

Programs,
Projects and
Services
On the preceding pages the financial statements have
identified the major cost centers and funds expended to
support them. You have also seen figures on the stag
gering amount of volunteer time it takes to generate the
programs, projects and services provided for members
by the Institute.
On the following pages you will be shown some, but
by no means all, of the Institute’s activities on behalf of
its members. Space limitations have required the use
of drastic selectivity in the items covered. Consequently,
such valued programs as the Group Insurance Plans, the
Retirement Plans, the Legal Liability Plans, the Ben
evolent Fund and a number of others could not be
covered in detail but are, nonetheless, very vital parts
of the total effort of the Institute.
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Auditing Standards
Statements on Auditing Procedure published during the
year just ended were:
No. 52 — Reports on Internal Control Based on
Criteria Established by Governmental
Agencies
No. 53 — Reporting on Consistency and Accounting
Changes
No. 54 — The Auditor’s Study and Evaluation of
Internal Control
Statements on Auditing Standards:
SAS No. 1, “A Codification of Auditing Standards and
Procedures” was released in March 1973. Future State
ments, formerly SAPs, will be entitled Statements on
Auditing Standards (SAS).
High priority projects receiving the attention of the
Auditing Standards Executive Committee are:
Auditors’ Reports (in exposure)
Related Party Transactions
Interim Financial Statements
Reporting on Forecasts
Unaudited Financial Statements
Purport to Present
Meaning of “Present Fairly”
Audit Supervision
Non-Accounting Experts
Impact of EDP on the Auditor’s Study and Evaluation
of Internal Control

Significant subcommittee projects:
In the area of statistical sampling, Volume VI is being
prepared to be added to “An Auditor’s Approach to
Statistical Stampling” and a review of the prior volumes
issued is in progress.
The Committee on Stockbrokerage Auditing has
reviewed and commented on the New York Stock
Exchange’s Rules 417 and 418 and on the SEC amend
ments to its regulatory framework concerning changes in
the auditor’s reporting responsibility for stockbrokerage
clients occasioned by the elimination of the “surprise”
examination for interim audit procedures.
The Committee on Relations with Actuaries will address
problems of joint concern with the American Society
of Actuaries.
The Committee on Insurance Accounting is reviewing
the previously issued “Audits of Fire and Casualty
Insurance Companies” to determine what revisions are
appropriate and how to treat catastrophe reserves in
the insurance industry.
A ccounting/A udit Guides

Seven accounting/audit guides published during fiscal
1972-73 covered the following subjects:
Audits of Savings and Loan Associations
Accounting for Retail Land Sales
Audits of Stock Life Insurance Companies
Accounting for Franchise Fee Revenue
Hospital Audit Guide
Audits of Brokers and Dealers in Securities
Audits of Finance Companies
Guides nearing publication at year end were:
Audits of Colleges and Universities (published 8/21)
Accounting for Profit Recognition on Sales of Real Estate
(published 8/27)
Accounting for Motion Picture Films (published 8/2)
Those in the post-exposure stage awaiting necessary
clearance for publication include:
Audits of Investment Companies
Audits of Voluntary Health and Welfare Organizations
Audits of Service Center Produced Records
Audits of State and Local Governmental Units
One guide, “Accounting for Companies in the Develop
ment Stage,” has been referred to the Financial Account
ing Standards Board for use with one of its projects.*
Two others, “Audits of Pension Funds” and “Audits
of Defense Contractors,” have been deferred for revision
based on exposure comments. An audit guide on private
foundations is in the early research stage.
* An AICPA Position Paper is being prepared for submission
to the Financial Accounting Standards Board.

Accounting Principles Board
Because of the phasing out of the APB in June and the
establishment of the new Accounting Standards Division,
which will be the official spokesman for the Institute on
accounting standards, the activities of both are included
in this report.

APB Opinions published or to be published before year
end are:
No. 25 — Accounting for Stock Issued to Employees
No. 26 — Early Extinguishment of Debt
No. 27 — Accounting for Lease Transactions by
Manufacturer or Dealer Lessors
No. 28 — Interim Financial Reporting
No. 29 — Accounting for Nonmonetary Transactions
No. 30 — Reporting the Results of Operations
No. 31 — Disclosure of Lease Commitments by Lessees

Defense Contractors
Materiality
Lease Accounting

Accounting Interpretations

Federal Taxation

Interpretations issued during the year or awaiting
publication in the November issue of the Journal are:
Disclosure of “Leveraged Lease” Transactions by
Lessors
Illustrative Applications of APB Opinion No. 30
Stock Plans Established by a Principal Stockholder
Several Companies in a Single Business Combination
(Opinion No. 16)
Transfers and Exchanges Between Companies Under
Common Control (Opinion No. 16)
Goodwill in a Step Acquisition (Opinion No. 17)
Changing EPS Denominator for Retroactive Adjustment
to Prior Period (Opinion No. 20)
EPS for “Catch-up” Adjustment (Opinion No. 20)
Disclosure of Untaxed, Undistributed Earnings of
Subsidiary (Opinion No. 23)
Debt Tendered to Exercise Warrants (Opinion No. 26)
Combination Contingent on “Bailout” ( Opinion No. 16)

Accounting Standards Division
The Accounting Standards Executive Committee estab
lished 20 task forces to deal with a number of
important subject areas.
Lease Disclosure
Fees Received on Sale of Customer Notes
Development Stage Companies
Catastrophe Reserves
FASB Letter on Present AICPA Items
Real Estate Transactions
Local Government Accounting
Health and Welfare Organizations
Colleges and Universities
Foreign Currency Translation
Diversified Companies
Future Losses
Deferred Costs
Qualitative Standards (and the report of the Accounting
Objectives Study Group)
Compensating Balances
Pension Funds
Private Foundations

The Committee on Relations with the Cost Accounting
Standards Board has been actively engaged in responding
to proposed Cost Accounting Standards issued by CASB.
The Social Measurement Committee is engaged in the
preparation of a monograph on social measurement for
business entities.

The division has issued the following pronouncements
and publications in the tax area:
Statements on Responsibilities in Tax Practice

Statement No. 9, “Certain Procedural Aspects of
Preparing Returns,” was published in March.
Other Statements awaiting approval for exposure or
in the review and revision stage are:
Disclosure in Preparing Returns
Materiality in Tax Practice
Conflicts of Interest
Independence in Tax Practice
Studies in Federal Taxation

Study No. 3, “Guide to Federal Tax Elections,” was
updated and issued in early 1973.
Other tax studies in process include:
Tax Practice Management
U.S. Tax Aspects of Doing Business Abroad
Tax Techniques in Operating a Domestic Corporation
A Practical Approach to Consolidated Returns
Tax Policy Reports

The following reports are in process:
Statements on Capital Gains Taxation
Report on Value Added Tax
Report on Business Combinations
Other activities and publications:

Working With the Revenue Code— 1973
Tax Highlights Quarterly (cassette subscription service)
The Tax Adviser (a monthly publication)
Recommendations for Amendments to the Internal
Revenue Code (a biennial booklet)
Position Paper on Conformity Between Tax and
Financial Accounting
Testimony before Congressional hearings
a. Tax reform testimony before the House Ways and
Means Committee
b. Testimony on legislation affecting private pension
plans
c. Comments on regulation of income tax preparers
d. Testimony on proposed inventory costing
regulations
Meetings with the new Commissioner of Internal Revenue
and with the Director of the Audit Division of the IRS
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Review of eight existing and new IRS regulations
Preparation of the monthly taxation column for
The Journal of Accountancy

Management Advisory Services
Issued Management Advisory Services Technical Study
No. 9, “Production Scheduling.”
Surveyed practice units to determine the profession’s
needs for MAS training and continuing education
materials.
Conducted a census of full-time MAS personnel—the
number of CPAs, their titles or positions and their
academic profiles.
Continued to develop Standards of Management
Advisory Services Practice.
Compiled information as to the nature and extent of
environmental accounting engagements conducted by
CPAs.
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Prepared a description of MAS practice—including its
conceptual basis, the nature of practice and role of the
consultant, a discussion of specific problems, and a
detailed presentation of prevalent practice areas.
Completed a substantive review of the expanded
Management of an Accounting Practice Handbook
due for publication next year.
Agreed to develop guidelines for sound forecasting
systems at the request of the Auditing Standards
Forecast Subcommittee.
Published six issues of the Management Adviser.

Other Research

Provided research support to the Accounting and Audit
ing Standards Divisions in the development of the
Journal of Accountancy column, Accounting and Audit
ing, and in the development of Statements on Auditing
Standards.
Provided answers to more than 265 written and 2,235
telephone questions on auditing and accounting.
Continued the valuable services of the library for mem
bers as the statistics below indicate:
1973
1972
(Est.)
15,908
Reading room attendance
15,950
Reference requests
40,400
40,393
Circulation of material
12,918
13,900
Total books and bound
magazines
16,612
17,435
41,761
New pamphlets
43,089

Quality Control and Review
Quality Review
Provided an opportunity for local and regional firms to
obtain independent, in-house reviews of work papers and
reports. More than fifty reviews will be completed by
selected review teams under the program during 1973.
Quality Control and the SEC
A special committee has been carrying on discussions
with the SEC staff concerning the feasibility of perform
ing quality control reviews of firms involved in SEC
injunctive proceedings.

Computer Services
Extended the Information Retrieval Program for five
months with terminals located in the offices of 12
CPA firms, the SEC, FASB and the Institute.
Organized and conducted a Computer and Information
Systems Conference attended by 200 registrants, and
commenced planning for the 1974 Computer Conference
May 6-8 in Chicago.
Formed a task force to explore the feasibility of develop
ing a computer audit software package for use by
members of the Institute.

Technical Research
Accounting Research Monographs

Depreciation
Materiality
Research and Development (available for distribution)
Social Measurement
Stockholders’ Equity
Transnational Reporting
Working Capital

International Practice
Heretofore, the major concern of the Institute’s interna
tional effort has been maintenance of CPA practice
rights abroad and maintenance of friendly relations with
professional colleagues and organizations in other
countries.
Today this new division is involved in a number of
different activities aimed at greater harmonization of
worldwide standards of accounting.
Accountants International Study Group

This group (composed of the U.K., Canada and the
U.S.) published:
Study No. 6 — Consolidated Financial Statements
Study No. 7 — The Funds Statement
Study No. 8 — Materiality in Accounting (soon to
be released)
International Coordination Committee for the
Accountancy Profession
The committee established two working parties to study
the role of the ICCAP and to review criteria for the
selection of organizations to attend international
congresses.

Auditing Research Monographs

International Accounting Standards Committee

Accountants’ Reports on Forecasts
Non-Accounting Experts

This new body was established in June 1973 with
headquarters in London. Nine nations, including the

U.S., are represented on the committee, and the first
secretary of the headquarters is an AICPA staff
member who is a CPA.

Professional Development
Through June 1973 the Professional Development
Division had completed the following new program
manuals:
How to Approach and Develop an MAS Engagement
Accounting for Leases
APB Review
Services to Clients—Hospitals
Creative Auditing
Real Estate Problems
Program revisions include:
Staff Training Program—Level II (1973)
Staff Training Program—Level III (1973)
Annual Updating Workshop (1972)
What the CPA Should Know About Insurance
Multiple Corporations
Income Taxation of Estates and Trusts
Problems of the Closely Held Corporation
Statement of Changes in Financial Position
Protecting Your Practice Against Liability
Accounting for Income Taxes
Local Government Accounting
Tax Accounting Problems
New programs and revisions in process:
Operational Auditing
Systems Workshop for Accountants
Budgeting
Services to Clients—Dentists and Doctors
Earnings and Profits and the Accumulated
Earnings Tax
Services to Clients—Audits of Stock Life
Insurance Companies
Inventory of Disclosures
Fiduciary Workshop
Services to Clients—Trucking Industry
Private Foundations
Workshop on Corporate Tax Returns (1973 revision)
Unaudited Financial Statements (revision)
New media projects completed— information cassettes:
Helping Your Client Prosper
The AICPA’s New Code of Professional Ethics
Are You Ready for Forecasting?
New information cassettes in process:
Tax Planning, Time-Sharing and You
Computer Security and the Auditor’s Responsibility
New concepts:
“Project Venture,” a major step in reducing waste
motion in developing course materials, is on its

way. The proposal envisions a three-way input from
state societies, firms and the Institute into a
library of course materials to be housed at the AICPA.
The primary requirements are that participants
contribute three days of course materials initially,
one day of course materials each year thereafter,
and also pay an annual fee to support the library.

Relations With Educators
In an effort to counteract the apparent decline in the
professional dimension of accounting on many uni
versity campuses in recent years, the Board of Directors
recently adopted a policy developed by the Education
Division in support of schools of professional account
ing. In doing so, it realized that it would strengthen
the position of those institutions that were qualified and
receptive to the policy, while recognizing that there
were a number of schools at which organizational
change might not be feasible at the present time.

Professional Ethics
Exposed a proposal to the state societies during the
winter calling for the elimination of duplicate enforce
ment procedures in the AICPA and the state societies.
A revised proposal will be presented to the State
Society Planning Conference in November.
Submitted a resolution to the Council which was
adopted in May designating the FASB as the authori
tative body for promulgation of accounting standards
within the meaning of Rule 203 of the Code.
Issued an interpretation indicating that the division
will construe pronouncements of the FASB in light of
FASB interpretations in determining the existence of
a departure from generally accepted accounting
principles as contemplated by Rule 203.
Revised Interpretation 502-9 to indicate that the
repetition of an author’s credits in a series of articles in
the public press could be construed to be a violation of
Rule 502.
Revised Interpretation 401-2 (“reliance on the work
of others” ) to make it clear that a member may insist
on auditing such components of a business as are
necessary to comply with section 543 of Statement on
Auditing Standards No. 1, but warned against auditing
an unreasonably large portion of the financial state
ments as being indicative of a possible attempt to
solicit an engagement in violation of Rule 401.
Exposed an Interpretation of Rule 502 to state
societies for comment which would permit members
to express interest in submitting proposals to govern
mental units or grant recipients who are required
to seek such proposals from a number of accounting
firms before awarding a contract.

State Legislation
Developed a statement of the Institute’s legislative
policy which was approved by the Board of Directors
in July for submission to Council.
The policy statement patterned after the 1970 Legis
lative Policy presents the legislative posture of the pro
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fession to legislators and the public in a more concise
and positive manner.
Initiated work on a booklet for legislators to explain
the profession and its legislative policy in an effort
to strengthen the CPA’s position in legislative activities
and the lawmaker’s understanding of the profession’s
legislative objectives.

Federal Technical Liaison
Completed review of bills introduced in this session
of Congress with special emphasis on health maintenance
organizations and pensions.

20

Created task forces or initiated staff action to
study the following:
The Model Post-Auditing Act
Rules and regulations set forth in Federal Audit
Guides issued by HUD, HEW, and the Department of
Agriculture, and those governing Revenue Sharing
Programs
Federal Procurement Procedures
The Interstate Commerce Commission’s question of
adopting the equity method of accounting and com
prehensive tax allocation accounting
Reporting problems of the maritime industry
Federal Technical Studies Nos. 1 and 2
Development of a conference for SEC practitioners in
early 1974

Government Relations and Information
Instituted the weekly “Washington Report” which
briefs key officials of the Institute on developments
affecting the profession arising from any sector of the
government and reported information of interest to
members in the monthly Washington Report in
The Journal of Accountancy.
Maintained liaison with members of Congress,Congres
sional committee staffs and agency officials in areas of
importance to CPAs and the profession.

Public Relations
Published “Social Measurement,” proceedings of an
interdisciplinary roundtable.
Arranged for an article on “Social Measurement” in
the New York Times’ “Point-of-View” column.
Produced a series of six advertisements on the role of
the CPA and exposed them to state societies.
Published “Managing Public School Dollars” in
cooperation with the Education Division.
Produced ten 30-second TV and radio tax messages
for distribution by state societies to hundreds of stations.
Developed a pilot seminar on financial management
for arts organizations; others are planned.
Prepared and distributed 38 press releases on AICPA
activities and answered countless queries from the media.
Helped prepare more than a dozen speeches presented
by Institute officers.
Assisted in the development of the Roper Survey which

queried a random sample of 1,700 persons as to their
attitude toward the profession and the CPA.
Wrote six tax season newspaper features and three
non-tax features for distribution by state societies.

State Society Relations and Accounting Aid
Developed the 1972 State Society Planning Conference
held in November and will bring to the 1973 Conference
such topics as ethics enforcement and legislative
policy.
Assisted in program development for four regional
conference groups.
Arranged and provided background material for 18 staff
field trips.
Selected 15 speakers for state society and chapter
meetings.
Assisted the president-nominee in the development of
his 1973-74 speaking schedule.
Published two issues of the “State Society Coordinator”
and initiated publication of the “Regional Conference
Newsletter” at the request of conference organizers.
Accounting Aid

Visited 13 states for joint meetings with state societies
and 25 business development organizations.
Met with representatives of the Office of Minority
Business Enterprise in five cities.
CPAs rendered assistance to 421 minority business
entrepreneurs—a volunteer effort which consumed
4,962 man hours.
Published the Businessman’s Information Guide which
was developed by a committee of the Illinois Society
of CPAs and was adapted and published by the Institute
in cooperation with OMBE. Over 11,000 copies have
been distributed to date.

Publications
In July 1973 Journal of Accountancy circulation ex
ceeded 168,000 for an increaseof better than 16,000 over
July 1972. Journal advertising billing for the year
ending August 31, 1973, also established a record by
exceeding the $400,000 mark.
The new format of the Journal, which started with the
May issue, has elicited much favorable response from
readers.
Nonperiodical publications issued during the year
totaled 35.

American institute of
Certified Public Accountants
666 Fifth Avenue
New York, New York 10019

President
LeRoy Layton

Vice Presidents
William T. Barnes
Edward A . DeMiller, Jr.
Max Myers
James E. Seitz

Treasurer
Harry F. Reiss, Jr.

Executive Vice President
Wallace E. Olson

Vice President— Communications
and Secretary
John Lawler

The Board is composed
of the officers of the Institute
and the following members:
Norton M. Bedford
John C. Biegler
Winston Brooke
Ivan O. Bull
George E. D oty
Walter E. Hanson
Oral L. Luper
William B. N icol
Walter J. Oliphant
Wilbur H. Stevens

